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Abstract
The European funds, according to the Emergency Ordinance no. 63/1999, are defined as
being the financial contributions of the European Union, represented by the amounts of
money which are transferred to the Romanian Government by the EU Commission, as a
non-refundable financial assistance. The structural funds are post-accession funds financed
by the EU budget, having as purpose to support the member states, in fields of interest as:
education,  research,  agriculture,  the  SMEs’  development,  etc.  In  this  context,  special
attention is brought upon the less-developed regions.
      In regards to the way of informing the beneficiaries of the Program, these must be
aware of the nature of the European funds regarding the implementation of the projects in
question.  Hence,  at  the  moment  when  the  contract  is  signed  between  the  contracting
authority (It’s an institution (public or private) which closes a contract with an inverstor
regarding the implementation of an investment program of the aforementioned investor at
the  moment  when  the  investor  doesn’t  get  involved  directly  and  completely  in the
organisational activity of granting the finances.and the delegated authority and beneficiary,
the  category  of  the  offered  financial  support  will  be  specified  explicitly,  i.e.  from  the
community budget or the state budget, as the allocated amount, the contribution of each
being expressed in percentages or absolute value.
Keywords: the  government  grant,  grants  related  to  assets,  non-monetary  grants,  the
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1.Introduction
      The governmental grants represent the assistance given by the Government in
the form of resource transfers to an entity with the condition of the last one to
respect, in the past and in the future, certain conditions regarding the operational
activity  of  the  aforementioned  entity.  The  grants  exclude  those  forms  of
governmental assistance which cannot be attributed reasonably to, a certain value,
as those transactions with the Government which cannot be distinguished from the
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85
     Those grants which are related to assets represent governmental grants and their
grants require as main condition for the beneficiary entity to buy, build and acquire
by  any  means  long-term  assets.  Also,  there  can  be  even  secondary  conditions
which restrict the type and the asset placement or periods in which these are to be
bought or held (in other words, money in return for the acquisition of the long-term
assets).
      Non-monetary  grants  at  the  fair  value  represent  those  governmental  grants
which don’t have as purpose monetary transactions, but terrains and other types of
assets.
      Grants related to incomes consist in all the governmental grants different from
the ones for assets (example, the money in return for jobs, respectively  versus
wages).
2. The presentation of the governmental grants within the financial statements
       The governmental grants, including the non-monetary grants at the fair value,
aren’t acknowledged as long as there isn’t enough certainty that:
a) The entity can respect the conditions attached to the agreement and that
b) The  grants  will  be  received,  in  other  words,  the  entity  has  to  adopt  a
cautious attitude when it comes about recognizing grants..
       The governmental grants are recognized, on a symmetrical basis, as income on
the periods correspondent to the expenditures related which these grants have to
compensate.
       In the case of the grants submitted to amortisation, these periods are easily to
be identified, being usually, the amortisation durations. In the case of the non-
amortised assets, the grants will be recognized as incomes for the periods which
confirm the cost of the achievement of those obligations.
       In case the governmental grant comes out into the transfer of a non-monetary
asset, as terrains or other resources, then it’s necessary to evaluate the fair value of
this non-monetary asset recognizing both the grant and the asset at fair value.
· The grants for assets
The governmental grants for assets, inclusively the non-monetary grants at
fair value, appear in the balance sheet either as a postponed income or through the
deduction  of  the  grant  from  the  cost  of  the  asset  in  order  to  obtain  the  its
accounting value.
Example:
The MAX society has as main operational purpose to collect and to clean
the used water and it receives from the Government the amount of 500 000 lei for
the acquisition of modern equipments designed to clean the household water. The
cost of these acquisitions is 650 000 lei. The lifetime duration of the equipments isStudia Universitatis “Vasile Goldiş” Arad         Economics Series Vol 22 Issue 1/2012
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5  years.  The  amortisation  method  is  the  lineal  one.  The  net  profit  before  the
reflection of the annual amortisation and of the incomes from grants is 50 000.
The implications of the two ways of presentation within the balance sheet for the
received grant are the following:
1. The presentation of the grant as a postponed income:
Extras from "The situation of the financial position" – Years 1 - 5
Elements 1st Year 2ndYear 3rd Year 4th Year 5th Year
Equipments 650.000 650.000 650.000 650.000 650.000
Cumulated
amortisation
(130.000) (260.000) (390.000) (520.000) (650.000)
Equipments –
 the net
accounting
value
520.000 390.000 260.000 130.000 0
The received
grants
500.000
Extras from "Situation of the global result" – Years 1 – 5
Elements 1st Year 2ndYear 3rd Year 4th Year 5th Year
The estimated
 Net profit
50.000 50.000 50.000 50.000 50.000
Incomes from
grants
100.000 100.000 100.000 100.000 100.000
Expenses with
the
amortisation
(130.000) (130.000) (130.000) (130.000) (130.000
)
The net result 20.000 20.000 20.000 20.000 20.000
The accounting entries are the following:
a. The recognition of the grant:
500.000 lei Grants to
receive
= Grants for
assets
500.000 lei
b. The receipt of the grant:
500.000 lei Cash = Grants to
receive
500.000 lei
c. The transfer of a percentage from the grant to incomes at the end of the first
year:
 100.000 lei Grants for
assets
= Current
incomes from
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grants
d.  Entering  the  amortization  correspondent  to  the  first  operational  year  of  the
equipment:
130.000 lei Expenses with
the
amortisation
= The
amortisation of
the equipment
130.000 lei
2. The presentation of the grant by the deduction of the granted asset value:
Extras from "The situation of the financial position" – Years 1 - 5
Elements 1st
Year
2nd
Year
3rd
Year
4th Year 5th Year
Equipments 150.000 150.000 150.000 150.000 150.000
Cumulated
 amortisation
(30.000) (60.000) (90.000) (120.000) (150.000)
Equipments
balance sheet value
120.000 90.000 60.000 30.000 0
The
received subventions
They  don’t  appear  in  the  position  within  the  financial
statements as a specific row element
Extras from "Situation of the global result" – Years 1 – 5
Elements 1st
Year
2ndYear 3rd
Year
4th
Year
5th
Year
The  estimated  net
profit
50.000 50.000 50.000 50.000 50.000
Incomes  from
subventions
They don’t appear in the position within the financial
statements as a specific row element
Expenses with the
 amortisation
(30.000) (30.000) (30.000) (30.000) (30.000)
The net result 20.000 20.000 20.000 20.000 20.000Studia Universitatis “Vasile Goldiş” Arad         Economics Series Vol 22 Issue 1/2012
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The entries in accounting are the following:
a. The acquisition of the equipments:
650.000 lei Equipments = Non-current
asset suppliers
650.000 lei
b. The recognition of the grants pending to be received:
500.000 lei Grants
pending to be
received
= Equipments 500.000 lei
c. The receipt of the grant:
500.000 lei Cash = Grants pending
to be received
500.000 lei
d. The entry for the amortisation correspondent to the first year of the equipments’
operation:
30.000 lei Expenses with
the
amortisation
= The
amortisation of
the equipments
30.000 lei
The example illustrated above proved that regardless of the recognition
method of the governmental grant for assets, its implications on the indicators from
the financial statements remain the same.
· The grants related to income will be presented in “The situation of the
global result” as it follows:
- In  a distinct position or
- In a cumulative position as it would be “Other incomes” or
- They can be deduced within the reporting of the related expenses.
3. The refund of the government grants
A government grant which becomes refundable is entered as an adjustment of
an accounting estimate.
· The refund of the grants for assets
       The IAS 20 stipulates the refund of a grant related to an asset, which appears,
generally, as a result of the infringement of the stipulated conditions, it appears in
accounting in the financial statement as a  growth of the asset’s net accounting
value or as the reduction of the postponed income’s balance with the refundable
amount.
  In regards to the situation of the global result, the situation is treated, as a
change of the accounting estimation as well. The value of the refundable amount
must be recognised in the statement of the global result during the change, whichStudia Universitatis “Vasile Goldiş” Arad         Economics Series Vol 22 Issue 1/2012
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means the period in which it becomes probable that the conditions necessary for
receiving the grant will not be fulfilled.
4.The presentation of the pieces of information
The following pieces of information must be presented within the financial
statements regarding the governmental grants:
a) The  accounting  rules  adopted  for  the  governmental  subventions,
including  the  presentation  methods  adopted  within  the  financial
statements;
b) The nature and the value of the governmental subventions recognised
in  the  financial  statements  and  indicators  regarding  other  means  of
governmental assistance which the entity benefited directly from; and
c) Conditions imposed and un-fulfilled as other convergences attached to
the governmental subventions recognised in the financial statements.
5. Conclusion
All the performed operations within the project as well as those done by
the  beneficiary  and  his/her  partners  within  the  project  will  be  reflected  in  the
accounting  documents  of  the  beneficiary  and  supported  by  the  supporting
documents. The relevant supporting documents underlie the entries in accounting
and they stand for the responsibility of the persons who filled them in, stamped and
approved them as well as of those who entered them in accounting.
.
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